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SUMMARY

Bank Kerjasama Rakyat Malaysia Berhad (Bank Rakyat) (Company Registration No: 2192) has engaged
MARC Ratings Berhad (MARC Ratings) to review its Sustainability Sukuk Framework (the Framework).

The review consists of three parts: an impact significance analysis based on Bank Rakyat’s Framework;
an assessment of alignment with the Social Bond Principles (SBP), Green Bond Principles (GBP), and
Sustainability Bond Guidelines (SBG) of the International Capital Market Association (ICMA); or Social
Bond Standards (SBS), Green Bond Standards (GBS), and Sustainability Bond Standards (SUS) of the
ASEAN Capital Markets Forum (ASEAN); or SRI Sukuk Framework of the Securities Commission Malay-
sia (SC) or as they may be subsequently updated or amended; and an evaluation of Bank Rakyat’s
sustainability implementation capacity and performance.

The Framework has been developed to set out how Bank Rakyat intends to utilise its finances towards
Eligible Projects that will deliver environmental and social benefits in alignment with the United Na-
tions Sustainable Development Goals (UN SDGs or SDGs). In assigning the assessment, we have relied
on pre-issuance information provided by associated parties, as well as information gathered from the
public domain.

The proceeds raised in accordance with the Framework will be utilised to finance or refinance, in whole
or in part, businesses and projects (collectively termed “Eligible Assets”) that are Shariah-compliant
while having social and/or green focus in one or more of the Eligible Categories defined in the Frame-
work.

Bank Rakyat has set up a clear and proper process for project evaluation and selection involving the
Board of Directors (the Board), Management Level Committee, Sukuk Sustainability Committee (SSC),
Sukuk Committee, and the respective business units. The SSC comprises representatives from various
functions including Risk Management, Finance, Compliance, Strategic, Treasury, Retail Banking, Busi-
ness Banking and Sustainability.

The Sustainability Sukuk proceeds, and the portfolio of the Eligible Assets will be managed internally
by Bank Rakyat through its existing internal reporting system. The Framework aligns Bank Rakyat's
post-issuance tracking and reporting on the Use of Proceeds with the applicable guidelines and/or
principles. The annual Sustainability Sukuk Report to be prepared by Bank Rakyat will include the
amount of proceeds allocated to the Eligible Categories, samples of the Eligible Assets financed or
refinanced (where possible), removal or substitution of Eligible Assets, the remaining balance of unal-
located proceeds at the end of the reporting, as well as the indicative impact of the Eligible Categories.
We consider the process for the management of proceeds to be in line with market practice.

Based on our review of the relevant documentation and assessment as per our Impact Bond Assess-
ment (IBA) methodology, we have assigned a “Gold” assessment to the Framework. We also opine
that the Framework is correspondingly aligned with the core components of the GBP/ SBP/ SBG,
ASEAN GBS/ SBS/ SUS, and the SRI Sukuk Framework.



Introduction

Established in 1954, Bank Rakyat is the largest Islamic cooperative bank in Malaysia. Operating under
the Development Financial Institutions Act (DFIA) and regulated by Bank Negara Malaysia (BNM), the
bank offers a range of Shariah-compliant financial products and services to individuals, businesses, and
organisations.

In alignment with the National Entrepreneurship Policy 2030 (NEP2030) set out by the Ministry of
Entrepreneur and Cooperatives Development (MECD), Bank Rakyat supports micro, small and medium
enterprises (MSMEs) and cooperatives. As an agency under MECD, the bank provides financing, advi-
sory services, and training programmes to these businesses. In 2023, the bank approved more than
RM2.8 billion in financing to over 3,100 MSMEs and cooperatives.

As a development financial institution (DFI), Bank Rakyat aligns with BNM’s vision for an inclusive fi-
nancial system. The bank aims to provide access to essential financial products for all Malaysians, es-
pecially the underserved communities. In this regard, the bank, which has 148 branches nationwide
as of 2022, continues to enhance its accessibility by establishing more physical access points, particu-
larly in rural areas, while expanding its digital outreach.

BR's mandate has been upheld over the years with
continuous development contributing to the followings:
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The finance industry is placing a growing emphasis on sustainability. As such, Bank Rakyat looks to
integrate environmental, social and governance (ESG) considerations into its business activities. The
bank’s commitment to sustainability is exhibited through its dedicated ESG financing portfolio and
ongoing investment in corporate social responsibility initiatives. This commitment is formalised by the
establishment of various policies, including the Bank Rakyat 2025 (BR25) roadmap, Bank Rakyat Sus-
tainability Framework and Policy (BRSFP), and Sustainability Risk Policy.
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IMPACT SIGNIFICANCE ANALYSIS

The qualitative analysis of the Use of Proceeds impact is conducted in the context of the UN SDGs.
As a globally accepted guidepost for transition to sustainable development, the SDGs serve as a
useful framework of reference for impact analysis. The 17 UN SDGs are at the heart of the global
sustainability agenda covering three broad areas of economic, social, and environmental develop-
ments to be achieved by 2030.

The Framework was established to outline how Bank Rakyat, including its Special Purpose Vehicles
(SPVs)?, intends to fund Eligible Projects that will deliver environmental and social benefits in align-
ment with the SDGs. The net proceeds of the Sustainability Sukuk will be used to finance or re-
finance, in whole or in part, new or existing Shariah-Compliant Eligible Assets with social and/or
green focus.

The Framework defines nine broad Eligible Categories for the Use of Proceeds which cumulatively
support 8 of the 17 UN SDGs. The Eligible Categories are as follows:

Renewable energy

Green building

Clean transportation

Sustainable water and wastewater management

Waste and pollution control

Affordable housing

Access to essential services: financing and financial services

Access to essential services: education and vocational training

Socioeconomic advancement and empowerment and employment generation
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ELIGIBLE CATEGORIES FOR USE OF PROCEEDS

Eligible Green Projects

=

Renewable energy

Eligibility Criteria:

Acquisition, construction, research, development, operation, renovation and/or maintenance of
the following renewable energy generation sources:
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Solar energy

Hydropower (<25 MWh; or power density >10W/m?; or greenhouse gas (GHG) emissions
intensity <50gC02e/kWh)

Geothermal (direct GHG emissions <100 gCOze/kWh)

Bioenergy

Connections of renewables into the grid and enhancement of the grid’s transmission capacity
Manufacturing, trading and/or import of components of renewable energy technology including
solar panels, inverters, and storage batteries

Purchase and installation of solar panels

1 Bank Rakyat’s SPVs are incorporated under the Companies Act 1965 to roise funds and/or to issue debentures or Islamic securi-
ties for or in connection with the bank. Te date, Bank Rakyat's SPVs include Imtiaz Sukuk Il Berhad and Mumtaz Rakyat Sukuk

Berhad.




Sustainability Objective

Sustainability Benefit

Corresponding to the UN SDGs

To promote the pro-
duction and adoption
of clean energy, re-
ducing the reliance on
fossil fuels

To advance renewa-
ble energy technolo-
gies, driving innova-
tion for optimised en-
ergy use

To reduce GHG emis-
sions and other air
pollutants, protecting
the environment and
mitigating climate
change

e Enhancing energy
security and reliabil-
ity by diversifying
energy sources and
improving infra-
structure efficiency

e Combating climate
change by transi-
tioning to renewable
energy sources,
thereby reducing
carbon emissions

e Improving public
health by reducing
air pollution from
energy production

Alignment to the UN SDGs:
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UN SDG 7

Bolster the development of renewable en-
ergy sources to ensure access to affordable,
reliable, and sustainable energy for all.

UN SDG: 13

Integrate climate change considerations in
energy generation activities, strengthening
resilience to natural disasters.

Indicative measurement:

e Total installed capacity (MW)

e Annual renewable energy genera-
tion (MWh) and/or capacity of re-
newable energy plants constructed
or rehabilitated (MW)

e Annual reduction/avoidance of
GHG emissions (tCOze)

e Number of people with access to
clean energy services

2| Green building

Eligibility Criteria:

e Construction, renovation and/or purchase of buildings that meet the widely accepted green build-
ing standards locally or internationally, including residential, commercial and industrial buildings
and mixed developments that:

o Meet the recognised green building standards such as Green Building Index (GBI),
GreenRE?, with a rating of Gold and above or

o Achieve at least 20% improvement in energy consumption or reduction in carbon emis-
sions from renovation works.

Sustainability Objective Sustainability Benefit Corresponding to the UN SDGs

e To encourage the |e Conserving re- | Alignment to the UN SDGs:

adoption of environ-
mentally sound build-
ing practices among

sources such as wa-
ter and energy, mini-
mising the environ-

building developers

e To support the devel-
opment of buildings
with a lower carbon
footprint throughout
their lifecycle

mental footprint of
buildings

2 The green building certification criteria are guided by the “VBIAF — Sectoral Guide on Construction & Infrastructure”, whereby
the criteria are selected and cotegorised according to the priority of implementation:

. P1: Compulsory (Comply with laws and regulations)

. P2: Conformed to or guided by national policies, plans and sustainable guiding framework

. P3: Adopt or in line with more advanced sustainable certifications, standards or taxonomy



e To increase opera-
tional efficiency and
reduce the overall en-
vironmental impact of
the buildings

e Mitigating both
physical and transi-
tion climate risks as-
sociated with the de-
velopment of build-
ings

e Promoting the
health and well-be-
ing of the buildings’
occupants

UN SDG 9

Support the development of climate-resilient
buildings, with increased adoption of envi-
ronmentally sound technologies and indus-
trial processes.

UN SDG 12

Encourage the efficient use of natural re-
sources and responsible management of all
wastes throughout their life cycle to mini-
mise their adverse impacts on human health
and the environment.

Indicative measurement:

e Number of solar panels installed on the
customer’s premises

e Number of financed green buildings
Annual energy savings (MWh/GWh)

¢ Annual reduction/avoidance of GHG
emissions (tCOze)

Clean transportation

Eligibility Criteria:

e Acquisition, construction, research, development, maintenance, operation and/or financing of
electric vehicles (EV), bicycles, and associated infrastructures such as EV charging stations and al-
ternative fuel infrastructure

e Acquisition, construction, research, development, maintenance, and/or operation of:

o Public or mass transportation systems and/or associated equipment, such as Mass Rapid
Transit, Bus Rapid Transit
o Facilities and equipment that reduce energy consumption or improve resource efficiency

Sustainability Objective

Sustainability Benefit

Corresponding to the UN SDGs

e To support the devel-
opment of clean
transportation  sys-
tems and relevant in-
frastructure

e To reduce GHG emis-
sions, lowering the
transportation indus-
try’s  environmental
and climate impact

e Toreduce harmful ex-
haust emissions,
while minimising or
avoiding air and noise
pollution

e To minimise the reli-
ance on fossil fuels
and the associated
cost

e Increasing the adop-
tion, efficiency, and
utilisation of sustain-
able transportation
systems, contrib-
uting towards the
national sustainable
transport agenda

e Enhancing the envi-
ronmental perfor-
mance of transpor-

tation, mitigating
the effects of climate
change

e Promoting healthier
communities by in-
vesting in cleaner
transportation  sys-
tems, leading to re-
duced pollution

Alignment to the UN SDGs:
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UN SDG 9

Enhance scientific research, technology de-
velopment and innovation of the transporta-
tion industry to empower the creation of
clean transportation infrastructures and effi-
cient industrial processes.

UN SDG 13
Utilise funds for sustainable, climate-resilient
transportation infrastructures.

Indicative measurement:

e Number of supported mass transit pro-
jects

e  Public transit passenger capacity




e Annual reduction/avoidance of GHG
emissions (tCOze)
e  Estimated reduction in car usage

Sustainable water and wastewater management

Eligibility Criteria:

Acquisition, construction, research, development, operation, renovation and/or maintenance of
facilities, systems or equipment used for sustainable water and wastewater management, includ-

ing:

o  Collection, treatment, recycling and reuse of water and wastewater
o Flood prevention, flood defence or stormwater management
o Improvement to water infrastructure that increases water efficiency such as water-saving

systems, technologies, and water metering

o Wastewater treatment infrastructure aimed at reducing pollutant discharge load or im-
proving plant efficiency.

Sustainability Objective

Sustainability Benefit

Corresponding to the UN SDGs

To promote water
conservation and re-
duce consumption

To implement sus-
tainable and responsi-
ble wastewater man-
agement systems to
minimise water pollu-
tion from harmful pol-
lutants

To maintain healthy
water quality to pro-
tect aquatic ecosys-
tems and safeguard
public health

To enhance disaster
preparedness by lev-
eraging flood control
systems and investing
in climate-resilient in-
frastructure

Conserving the envi-
ronment and ensur-
ing long-term availa-
bility of water re-
sources

Protecting aquatic
ecosystems from
hazardous particles
and other pollutants
Safeguarding proper
sanitation for public
health by minimising
the risk of water-
borne diseases, pro-
moting overall well-
being

Reducing the fre-
quency and severity
of floods, mitigating

environmental im-
pacts on societal
well-being

Alignment to the UN SDGs:
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UN SDG 12

Encourage the adoption of sound water man-
agement through sustainable consumption
and pollution prevention to minimise any ad-
verse impacts on human health and the envi-
ronment.

Indicative measurement:

e Number of built or upgraded water dis-
tribution facilities
Volume of clean water provided

e Volume of saved water: Annual absolute
(gross) water use before and after the
project (m? per annum), and reduction in
water use (%)

e Number of financed flood mitigation
projects

Waste and pollution control

Eligibility Criteria:

Acquisition, construction, development, operation, renovation and/or maintenance of:
o Infrastructure related to the treatment, collection, reuse, and reduction of waste and/or
hazardous waste, reduction of emissions, or treatment of contaminated soil
o Processes to divert waste and/or hazardous waste away from landfills
o Research and development of processes, infrastructure, technology, and facilities that
promote efficient resource use and management such as circular economy, water and

energy conservation

Construction, operation, maintenance and/or upgrading of recycling facilities or infrastructure for

public and industrial waste




Sustainability Objective

Sustainability Benefit

Corresponding to the UN SDGs

e To minimise environ-
mental footprint by
implementing cleaner
production processes

¢ To integrate sustaina-
ble practices through-
out industrial opera-
tions

e To encourage the
conservation of re-
sources through inno-
vations in sustainable
technologies.

e To protect the envi-
ronment and public
health through
proper waste collec-
tion and treatment.

e Mitigating potential
environmental im-
pacts and preventing
harmful substances
from environmental
contamination, safe-
guarding ecosystems
and human health

e Reducing the strain
on landfills, which
can potentially lead
to groundwater con-
tamination and
other environmental
complications

e Conserving re-
sources by reducing
waste  generation
through proper recy-
cling facilities

Alignment to the UN SDGs:
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UN SDG 12

Support the reduction of waste generation
through prevention, reduction, recycling,
and reuse, minimising environmental foot-
print.

Indicative measurement:

¢  Amount of waste diverted from landfills
(tonnes)

o Amount of recycled waste (tonnes)

¢  Amount of reused waste (tonnes)

e Reduced or avoided emissions or pollu-
tants

Eligible Social Projects

=

Affordable housing

Eligibility Criteria:

e Construction, development, operation, renovation and/or maintenance of facilities, services, sys-
tems, or equipment used for building adequate, safe, and affordable housing for excluded and/or
marginalised populations or communities

e Purchase of affordable housing or social housing for first-time home buyers
Projects/Assets in relation to:

o Government-supported schemes that promote home affordability including Skim Rumah
Pertamaku and such other government-supported schemes as defined by the Federal or
any State Government from time to time

o Affordable housing projects as defined by the federal or any state government or other
relevant entity from time to time

Sustainability Objective

Sustainability Benefit

Corresponding to the UN SDGs

e To construct afforda-
ble residential hous-
ing in line with state
and federal govern-
ment policies promot-
ing housing afforda-
bility

e To promote house
ownership for low- to
moderate-income
households

e To support economic
growth through the
establishment of resil-
ient neighbourhoods

e Increasing accessibil-
ity to safe and de-
cent housing for low-
to moderate-income
households

e Improving the over-
all well-being of soci-
ety and preventing
social issues such as
homelessness,
crimes, and poverty

e Enhancing the finan-
cial stability and so-
cial  mobility of
lower-income
groups

Alignment to the UN SDGs:

UNSDG 1

Implement nationally appropriate social
protection systems, ensuring that all citizens
have equal rights to economic resources.




UN SDG 10

Empower the socioeconomic inclusion of all
through the adoption of appropriate policies
and actions to facilitate financial flow for
greater equality

Indicative measurement:

¢ Number of financed affordable and so-
cial housing

e Number of individuals/ families benefit-
ting from subsidised housing

2| Access to essential services: financing and financial services

Eligibility Criteria:

¢  Microfinance schemes such as microcredits, micro savings and micro takaful for individuals® or
financing for microfinance institutions. The assets should be targeted at low-income populations
i.e. the bottom 40% of households with a monthly income of RM4,850 and below (B40)* and
should also exhibit one or more of the following characteristics:
o Accessible and affordable i.e. providing reasonable profit rates, not requiring collateral or
guarantor, and/or utilising innovative channels such as digital finance
o Responsible i.e. providing consultation and training support to customers
o Flexiblei.e. offering deferment of repayment and/or restructuring of repayment schedule

Sustainability Objective

Sustainability Benefit

Corresponding to the UN SDGs

e To encourage individ-
uals to accumulate
wealth, such as start-
ing a business, saving,
and investing

e Toensurefinancial ac-
cessibility and inclu-
sivity, building finan-
cial security for all

e To foster economic
participation of the
low-income popula-
tion, thereby reducing
poverty and inequal-
ity

e Toimprove accessibil-
ity to other essential
services such as
healthcare, educa-
tion, and housing

e  Reducing vulnerabil-
ity of the low-in-
come group, provid-
ing a safety net and
improving overall fi-
nancial resilience

e Empowering low-in-
come groups to
achieve long-term fi-
nancial stability

e Improving financial
literacy and manage-
ment for better fi-
nancial decision-
making and in-
creased financial
well-being

e Stimulating eco-
nomic growth by
promoting entrepre-
neurship and facili-
tating  businesses’
access to credit

Alignment to the UN SDGs:
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UN SDG 8

Encourage and improve access to banking,
insurance and financial services for all while
supporting productive activities, job crea-
tion, and entrepreneurship.

UN SDG 9

Assist economic development through en-
hanced financial services and support the so-
ciety’s well-being by offering affordable and
equitable financial access.

UN SDG 10
Increase financial flow to empower socioec-
onomic inclusion and support greater equal-

ity.

Indicative measurement:
e Number of B40 microcredit recipients
e  Number of financings to MSMEs

2 Personal financing for low-income populations qualifies for the use of proceeds, subject to meeting the characteristics stated.
4 The definition of B40 shall be updated from time to time to be consistent with the Household Gross Income definition by the

Department of Statistics, Malaysia.




e Regions in which microfinance institu-
tions were built

e Number of social assistance pro-
grammes (transfer of cash systems) pro-
vided

e Number of Ar-Rahnu and Az-Zahab fi-
nancings

Access to essential services: education and vocational training

Eligibility Criteria:

Construction, development, operation, renovation and/or maintenance of facilities, services, sys-
tems, or equipment for public and government-subsidised education, including:
o New infrastructure or improvements to universities, colleges, schools, and early learning

centres

o Activities targeting inclusion of excluded and/or marginalised populations in the educa-

tion system
o Digital learning

Education financing for low-income populations, youth, and professionals

Sustainability Objective

Sustainability Benefit

Corresponding to the UN SDGs

To improve learning
environments and fa-
cilitate quality educa-
tion

To empower individ-
ual development
through  education
and vocational train-
ing, leading to im-
proved employability
and earning power

To drive the nation’s
productivity and eco-
nomic growth by cre-
ating a qualified tal-
ent pool

To reduce poverty
and income inequality
and create a more eq-
uitable society

Encouraging individ-
uals to improve their
skills, knowledge,
and adaptability,
benefitting busi-
nesses and the econ-
omy

Creating an enrich-
ing learning experi-
ence that will lead to
improved  student
performance, higher
enrolment and grad-
uation rates
Enhancing social sta-
bility and cohesive-
ness, with education
playing a role in de-
veloping functioning
members of society

Alignment to the UN SDGs:
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UN SDG 4
Ensure access to quality training for all, pro-
moting safe, inclusive and effective learning.

UN SDG 8

Achieve full and productive employment,
and substantially reduce the unemployment
rate.

UN SDG 10

Progressively attain income growth for the
low-income group by ensuring equal oppor-
tunity to education and vocational training
for all.

Indicative measurement:

e Number of businesses participating in
specialised advisory programmes during
the year

e Number of educational
funded by type

e Number of students served

e Number of education financing given
out to low-income populations, youths
and professionals

e Number of Ar-Rahnu financings pro-
vided for education

institutions
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Socioeconomic advancement and empowerment and employment generation

Eligibility Criteria:

Financing for co-operatives, startups and MSMEs.? To be eligible for the use of proceeds, the assets
should exhibit at least one of the following characteristics:
o Operate in sectors/activities that contribute to other UN SDGs stated in the Framework.
o Owned or operated by marginalised unserved or underserved groups.
o Benefit low-income populations or areas in terms of employment and access to basic
needs such as food, healthcare, and education.

Sustainability Objective

Sustainability Benefit

Corresponding to the UN SDGs

To reduce poverty
and inequality and
promote  socioeco-
nomic advancement
through improved ac-
cess to essential
needs

To promote economic
stability and social
mobility, helping the
population to attain
overall health and
well-being

To bolster economic
growth through em-
ployment creation
that contributes to
higher GDP and in-
creased prosperity

Creating an inclusive
and prosperous soci-
ety where everyone
can reach their full
potential, regardless
of financial back-
ground

Encouraging innova-
tion and productivity
through access to
necessities
Improving the qual-
ity of life for all
members of the soci-
ety, leading to gen-
eral well-being and
prosperity

Alignment to the UN SDGs:
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UN SDG 8
Strengthen the capacity of the bank as a DFI
to provide financial services to all.

UN SDG 9

Facilitate sustainable and resilient develop-
ments through enhanced financial support
to underserved groups.

Indicative measurement:

¢ Amount of approved financing to
MSMEs

e  Amount of approved financing to SMEs
for export purposes

¢  Amount of approved financing to SMEs
that have at least 51% Bumiputera
shareholding
Types of financed SMEs
Number of jobs created and/or main-
tained by SMEs

e Amount of financing approved for
women-led SMEs

Note: Indicative measurements stated represent examples only and are not exhaustive.

= The definition of “SMEs” shall be consistent as set forth by SME Corporation Malaysia, or as they may be subsequently updated.
For the manufacturing sector, SMEs are defined as firms with sales turnover not exceeding RMS50 million, OR with the number of
full-time employees not exceeding 200 workers. For the services and other sectors, SMEs are defined as firms with sales turnover
not exceeding RM20 million, OR with the number of full-time employees not exceeding 75 workers.
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The list of Eligible Categories defined in the Framework demonstrate Bank Rakyat’s commitment
towards supporting climate action and inclusive growth, in line with the ICMA’s GBP/SBP/SBG,
ASEAN GBS/SBS/SUS, and SC’s SRI Sukuk Framework. The bank has been expanding its green fi-
nancing portfolio in alighment with BNM'’s Climate Change and Principle-based Taxonomy (CCPT),
while driving inclusive and sustainable economic growth according to its mandate as a DFI. The
Framework is coherent with the BRSFP that focuses on driving socioeconomic development and
green transition.

The Use of Proceeds categories under the Framework are expected to create environmental and
social impacts, towards achieving the targeted SDGs. The Eligible Categories are expected to create
decent work, and provide financial accessibility and economic opportunities to unserved and un-
derserved social groups, especially the B40 community and MSMEs. Being the country’s predomi-
nant form of enterprise, MSMEs have the potential to deliver inclusive growth and adapt to the
concept of a just transition. Overall, the anticipated impact of the Use of Proceeds is assessed to
be “Very Significant”, considering its potential to contribute to advanced and transformative sus-
tainable development.

Exclusion Criteria
The Sustainable Finance Proceeds are excluded from financing projects or activities related to the
following industries (Exclusion List):

1. Non-Shariah-compliant activities

2. lllegal activities

3. Non-halal industries

4. Weapons

5. Alcohol

6. Gambling/adult entertainment

7. Fossil fuel power generation projects

8. Tobacco-related project/products

g Very This level of impact significance is assigned where underlying projects are expected to gener-
Significant ate very visible positive ground level impact. Projects at this level support the realisation of

tainability goals, as well as national sustainable development goals and priorities.

long-term integrated visions of sustainable development that are consistent with global sus-

|:] Significant This level of impact significance is assigned where underlying projects are expected to gener-

national level sustainable development goals.

ate a visible positive ground level impact. Projects at this level have the potential to facilitate
adjustments towards a more sustainable development trajectory and to meaningfully advance

|:| Fairly This level of impact significance is assigned where underlying projects are expected to gener-

assessment levels, is still considered noteworthy.

Significant ate a ground level impact which, although at a lower magnitude than that expected for higher

|:| Marginal This level of impact significance is assigned where underlying projects are expected to gener-

ate a positive but limited ground level impact.

Significant negligible ground level impact.
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Not This level of impact significance is assigned where underlying projects are expected to have




ASSESSMENT OF ALIGNMENT WITH ICMA’S GBP/SBP/
SBG, ASEAN GBS/SBS/SUS, AND SC’S SRI SUKUK
FRAMEWORK

A summary of the findings of our review is given below. A detailed review is attached in this assess-
ment’s appendix.

The proceeds raised from the issuance of Sustainability Sukuk will be uti-
lised for the financing and/or the refinancing, in whole and/or in part, of
businesses and projects that are Shariah-compliant while complying with
the eligibility criteria recognised by ICMA’s GBP/ SBP/ SBG; ASEAN GBS/
SBS/ SUS, and the SC’s SRI Sukuk Framework.

The Eligible Categories outlined in the Framework are aligned to one or
Principle One: Utilisa-  more of the following project categories specified in the SRI Sukuk
tion of Proceeds Framework:

¢ Renewable Energy

¢ Pollution prevention and control

¢ Clean transportation

e Sustainable water and wastewater management

¢ Climate change adaptation

e Green buildings

» Affordable basic infrastructure

e Access to essential services

« Affordable housing

¢ Employment generation including the potential effect of SME financ-

ing and microfinance
e Socioeconomic advancement and empowerment

The Framework considers general financings as Eligible Assets if a mini-
mum 80% of the financing recipient’s revenue is derived from sources
that meet the eligibility criteria set out in the Framework.

To the extent feasible, Bank Rakyat will provide further details and ex-
amples of eligible businesses and projects financed by the Sustainability
Sukuk.

Bank Rakyat’s project governance consists of the Board, Management

Level Committee, SSC, Sukuk Committee, and respective business units,

which together, form a company-wide, cross-functional review structure
Q to ensure the meaningful implementation of the projects.

The Board is responsible for overseeing the bank’s sustainability strategy,

Principle Two: sustainability integration and overall ESG risk management, as well as fi-
Process for Project nalising the approval of the Framework and sustainability-related poli-
Evaluation and Selec- cies. It ensures that the bank effectively integrates sustainability consid-
tion erations into its operations.
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Principle Three:
Management of
Proceeds

The Management Level Committee is accountable for the execution of
the bank’s sustainability strategy and initiatives by making sure that the
necessary infrastructure, resources, and systems are in place.

The SSC and the Sukuk Committee constitute the internal governance of
the Framework. Established in 2022, the SSC comprises representatives
from the Risk Management, Finance, Compliance, Strategic, Treasury,
Retail Banking, Business Banking and Sustainability. They are responsible
for ensuring the effective implementation of the Framework, and review-
ing the projects proposed by the business units to ensure alignment with
relevant guidelines and policies. CCPT Assessment and the Value-based
Intermediation Financing and Investment Impact Assessment Frame-
work (VBIAF) Guidance Document serve as guidance for the bank in its
evaluation of the social and environmental impacts of the projects.

The process for project evaluation and selection is as follows:

Supervesion
| . Evaluation oving Sustainadiity
‘

Sy Co Bowd of O
Prtwetal g Busnmas Leate Ao v ! ey I:"“" ::m) . “‘::‘r:":_
Lastorre F\‘ m_l“g commilee o ’\ f,m“ﬂmﬂ Im' \.: -

To ensure all Eligible Assets continue to meet the eligible criteria, the rel-
evant business unit and financing committee will periodically review and
update the register. Any projects that no longer meet the Framework's
criteria is subject to removal, and subsequently replaced by another pro-
ject that meets the eligible criteria as soon as it is feasible.

Additionally, the Framework has defined exclusion criteria.

Proceeds of the Sustainability Sukuk designated for Eligible Assets will be
either deposited into a dedicated account or tracked through the bank’s
internal reporting system.

Any unallocated portion of the proceeds, pending the allocation or real-
location, will be invested at the bank's discretion, with available options
including cash, cash equivalents, or other liquid marketable financial in-
struments. These investment decisions will be made in adherence to Bank
Rakyat's liquidity management policy.
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A Sustainability Sukuk Report containing the allocation and impact report-
ing will be published annually and as and when there is new development,
as long as the Sustainable Sukuk remains outstanding. Such reporting will
be made available at www.bankrakyat.com.my.

Allocation Reporting
The section on allocation in the Sustainable Finance Report will include:
e Amount of proceeds allocated to each of the Eligible Categories
Principle Four: Reporting e Removal or substitution of Eligible Assets
e Remaining balance of unallocated proceeds at the end of the reporting
period.

Impact Reporting

Subject to data availability, Bank Rakyat will report on the environmental
and social impacts associated with the Eligible Categories. The associated
impact indicators have been listed in the Framework.

Overall, we consider the Framework to be aligned with the core components of the respective stand-
ard regarding the Use of Proceeds, Process for Project Evaluation and Selection, Management of Pro-
ceeds and Reporting (including Disclosures).

Clarity of Issuance Process and Total Score
Disclosure
X High 10 - 12 points
] Good 7 - 9 points
] Satisfactory 4 - 6 points
[] Low Below 4 points

Equal weighting is given to each of the four principles in arriving at the total score which is then ex-
pressed on the above four-point descriptive scale which ranges from High to Low.

Assessment Grade High Good Satisfactory Low
3 2 ] 0
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ANALYSIS OF SUSTAINABILITY PERFORMANCE

Sustainability Direction and Strategies

Bank Rakyat’s sustainability approach is founded on Islamic principles, focusing on ethical practices,
social well-being, and environmental responsibility. Bank Rakyat’s BR25 roadmap was launched in
2022, outlining six key blueprints, encompassing digitalisation, great customer experience, human cap-
ital, small and medium enterprises value creation centre, sustainability and Shariah governance. This
roadmap aims to ensure sustainability integration throughout the bank’s operations, products, and
services, emphasising greater inclusivity and resilience in supporting underserved individuals and busi-
nesses.

To drive initiatives towards the realisation of the BR25 Sustainability Blueprint, Bank Rakyat launched
its 5-year Sustainability Roadmap. The roadmap focuses on six key strategies, supported by a clear
timeline and goals. Under this roadmap, the issuance of SRl sukuk has been identified as one of the
priorities for the implementation of the BR25 Sustainability Blueprint.

BANK RAKYAT
SUSTAINABILITY
STRATEGY

YEAR 2ZAND 3

Phase 1:
Foundations

The Bank’s BRSFP was introduced to enhance the initiatives and ambitions outlined in the BR25 Blue-
prints and Sustainability Roadmap. The BRSFP aligns with regulatory requirements, referencing BNM'’s
Implementation Guide for Value-Based Intermediation (VBI) and the CCPT. The BRSFP outlines the
bank’s overarching sustainability ambition supported by the Environment, Economic and Social pillars,
illustrated as follows:
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To Build a Sustainable Future for the Bank Rakyat will Build a Sustainable Future by
Bank and its stakeholders driving sociceconomic development for the nation
and accelerating the green transition

In line with the BRSFP, Bank Rakyat has also developed a Sustainability Operating Model (SOM) con-
sisting of two focus areas, namely supporting ESG through products and services, and self-developed
organisation for sustainability. The SOM aims to integrate ESG principles into the bank’s operations by
setting clear sustainability goals, strategies and monitoring mechanisms.
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Sustainability Governance

SR L P e L]

The Board at Bank Rakyat sets the direction for and oversees how ESG factors are considered in all of
the bank's activities. The Board’s responsibilities include the oversight of risk management, corporate
leadership, governance implementation, and resilience planning. The Board delegates the implemen-
tation, monitoring, and oversight of these practices to the Management Committee (MANCO).

The Sustainability Committee (STC), chaired by the Chief Strategy and Transformation Officer (CSTO),
plays a key role in overseeing the bank's sustainability efforts. This includes recommending and en-
dorsing sustainability concepts to the MANCO for consideration, approving sustainability operation
matters, establishing and reviewing the bank's overall sustainability framework, and monitoring the
progress of related initiatives. The STC also provides recommendations to the management to ensure
all strategies and goals align with the bank's commitment to sustainability, secures the necessary re-
sources for these initiatives, and fulfils any additional sustainability-related duties assigned by the
management.

The STC is supported by the Sustainability Department, which falls under the Strategy and Transfor-
mation division. The Sustainability Department ensures a uniform integration of sustainability
throughout the bank's operations. This is achieved through capacity-building initiatives, including for
the Board and the MANCO (in cooperation with the Centre of Excellence), and for the employees (in
cooperation with Centre of Excellence). The Sustainability Department is also tasked with the collec-
tion of ESG data of the Eligible Assets from various business units on a quarterly basis, which will be
presented to the SSC for monitoring and allocation purposes.

To enhance the bank’s sustainability performance, the Sustainability Key Performance Indicator (KPI)
is applicable to the CSTO and Sustainability Department. Bank Rakyat branches are also required to
achieve the bank’s Green Financing targets.



Integration of Sustainability into Operations, Products and Services

Since 2022, Bank Rakyat has implemented BNM’s CCPT, to replace its Due Diligence Assessment and
Classification of Economic Activities in Green Financing. Through alignment with CCPT, the bank is able
to classify customers’ economic activities based on climate or environmental objectives, supporting
the nation’s net zero goal. Bank Rakyat views the complete implementation of the CCPT as its priority,
with plans to simplify the CCPT classification process through automation, conduct CCPT training for
employees, and compile CCPT reporting.

VBIAF Guidance has also been applied to evaluate the socioeconomic impact of the bank’s customers’
business activities. Bank Rakyat, being a member of the VBl Community of Practitioners, is involved in
the development of the VBIAF Guidance Document. The document provides financial institutions with
a framework for implementing an impact-based risk management system that integrates ESG risk con-
siderations.

Bank Rakyat looks to enhance its climate risk management by complying with Climate Risk Manage-
ment and Scenario Analysis (CRMSA) to ensure the bank’s resilience against climate-related risks, while
playing its role as a DFl in facilitating a just transition. In 2022, the bank developed its Green Financing
and Investment Business Taxonomy to guide its customer evaluation process.

The BR25 Strategic Blueprint has outlined multiple time-bound targets associated with the sustaina-
bility development of the bank, the community it serves, and the environment it operates in. One of
the targets is to achieve ESG financing approval of RM1.8 billion by 2025. In line with this, Bank Rakyat
has rolled out several initiatives which include granting lower pricing for projects that meet C1 and C2
of CCPT under its BR PLUS 1 Financing programme, participating in BNM’s Low Carbon Transition Fa-
cility and High Tech and Green Facility schemes, and participating in Credit Guarantee Corporation
Malaysia Berhad'’s (CGC) Green Technology Financing Scheme.

In 2023, the bank identified eight businesses that contribute to sustainability, with approximately
RM460 million in green financing approved. In 2022, RM1.1 billion was approved to finance 25 busi-
nesses, of which more than RM800 million is classified as Green Financing based on CCPT. Additionally,
the bank continues its efforts in driving socioeconomic development via various sacial financing pro-
grammes aimed at supporting entrepreneurship and assisting the B40 communities, with initiatives
such as RAKYATpreneur, UNIpreneur, Cashless Village Programme and Nuri Club Programme.

As of 2022, Bank Rakyat has reported its energy consumption at Menara Kembar Bank Rakyat and will
continue to monitor its impact on GHG emissions. Additionally, the bank has started initiatives to re-
duce its environmental impact, such as replacing lighting fixtures with LED lights, installing EV charging
stations, implementing an energy monitoring system, using multi-split type air conditioners, and uti-
lising ultraviolet germicidal irradiation. Looking ahead, the bank plans to install solar panels at its
branches.
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The issuer positions itself as a sustainability leader in its industry, ranking in
the "top tiers" of performance across multiple categories of engagement, rang-
ing from supply chain management to environmental performance. Sustaina-
bility-related risks and opportunities are integrated with the business strategy.
Well-defined sustainability policies and practices are augmented by strong ac-
countability systems which allow for a benchmarking of the issuer’s perfor-
mance against stated objectives and the incorporation of external assurance
in its sustainability reporting framework.

The issuer has integrated risk-based sustainability considerations in its opera-
tions and has a robust process for assessing significant sustainability risk ex-
posures to minimise adverse impacts on its business. The focus of the issuer’s
sustainability performance monitoring and evaluation is on managing risk ex-
posures to minimise downside risk. Globally recognised best practice reporting
frameworks guide the issuer’s sustainability reporting.

The issuer has adopted a CSR-centric sustainability strategy that prioritises
stakeholder engagement and goodwill building. Sustainability is a small part of
the issuer's business strategy, nonetheless there is evidence to suggest that its
sustainability performance has progressed beyond maintaining regulatory
compliance. The issuer has implemented general sustainability reporting to in-
vestors.

The issuer has a policy of regulatory compliance but has yet to incorporate
sustainability considerations into its business operations. At this performance
level, the goal of sustainability management is to achieve and maintain com-
pliance with health, safety, and environmental requirements mandated by
government laws and regulations.

] Excellent/Highest
Assurance

X Very Good/High

] Good/Medium

[] Fair/Basic

] Poor/Weak

The issuer has a record of poor sustainability performance or operates in un-
sustainable industries.

Our assessment of the issuer’s sustainability implementation capabilities and performance is ex-
pressed on a five-level descriptive scale that runs from “Excellent” to “Poor” which corresponds to five
levels of assurance (Highest, High, Medium, Basic, and Weak). The assurance level can be interpreted
as a measure of our confidence in the issuer’s continuing performance of its sustainability obligations
in line with marketplace expectations and in compliance with its framework for financing issuance.
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RATING SCALE

GRADE

BRONZE

DESCRIPTION

Bonds assessed at this level are judged to offer very significant environmental and/or social
sustainability impact based on the projects supported or expected to be supported by the
bond issuance. The processes used or to be used for the allocation and administration of
proceeds, decision making process of eligible projects and the reporting of performance in-
dicators are consistent with the core principles of the GBP and/or SBP and applicable mar-
ket guidance or standards and should support high standards of accountability and trans-
parency.

Bonds assessed at this level are judged to offer significant environmental and/or social sus-
tainability impact based on the projects supported or expected to be supported by the bond
issuance. The processes used or to be used for the allocation and administration of pro-
ceeds, decision making process of eligible projects and the reporting of performance indi-
cators are consistent with the core principles of the GBP and/or SBP and applicable market
guidance or standards and should support good standards of accountability and transpar-
ency.

Bonds assessed at this level are judged to offer fairly significant environmental and/or social
sustainability impact based on the projects supported or expected to be supported by the
bond issuance. The processes used or to be used for the allocation and administration of
proceeds, decision making process of eligible projects and the reporting of performance in-
dicators are consistent with the core principles of the GBP and/or SBP and applicable mar-
ket guidance or standards and should support satisfactory standards of accountability and
transparency. Minor shortcomings exist in the areas assessed but none of them is a major
concern.
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MARC RATINGS BERHAD

MARC Ratings Berhad was incorporated as a public limited company to undertake the business of
providing credit rating services, as well as economic and fixed-income research publications, on behalf
of the MARC group of companies.

MARC Ratings continues to adopt practices and procedures for Domestic Credit Rating Agencies based
on the guidance on the Code of Conduct Fundamentals provided by the International Organisation of
Securities Commissions (I0SCO) and the Association of Credit Rating Agencies in Asia (ACRAA). MARC
Ratings continues to consult international best practices and the International Capital Market Associ-
ation’s Guidelines for Green, Social and Sustainability Bonds External Reviews in its conduct of external
reviews, particularly in relation to the organisation and content of external reviews.

Following a series of outreach and external reviewer capacity building initiatives jointly undertaken by
domestic market regulators and World Bank Group, MARC published its proposed criteria for rating
green, social or sustainability bonds in April 2018. The version that was adopted in July 2018 after
public consultation can be accessed on MARC's corporate website at www.marc.com.my. As explained
in the criteria, the analytical framework consists of three components that provide insights to the
green, social and sustainability credentials of green, social and sustainability bonds: (1) an assessment
of environmental and/or social benefits of the underlying funded project(s); (2) an assessment of com-
pliance with internationally recognised principles and market standards for the evaluation of such
bonds; and (3) an evaluation of the issuer’s sustainability strategy and performance. Bonds which meet
the minimum thresholds in each of the three analytical components will be rated Gold, Silver or
Bronze.

For more information, visit www.marc.com.my or contact us at ratings@marc.com.my.

22



Appendix

Review of Compliance with GBP/ SBP/ SBG, ASEAN GBS/ SBS/ SUS, and SRI Sukuk

Framework

Issuer: Bank Rakyat’s Sustainability Sukuk Framework

Key Additional Features to comply with for sukuk issuance:
B4 The proceeds allocated for the Project must not be used for ineligible projects specified by the ASEAN GBS (i.e., fossil fuel

power generation projects) as well as the ASEAN SBS (i.e. projects which involve activities that pose a negative social impact

related to alcohol, gambling, tobacco and weaponry).

X continuous accessibility of information on Use of Proceeds, process for project evaluation and selection, and management of

proceeds to investors throughout the tenure of the sukuk.

X Periodic reporting on the allocation of the sukuk proceeds.

[X] The external reviewer’s credentials and scope of review conducted to be made publicly accessible from a website designated

by the Issuer throughout the tenure of the sukuk.

Criteria

Compliance with criteria

Remarks/Scope of Work Undertaken

Issuer

ASEAN GBS/ 5BS/ SUS

3.1

The issuer must be an ASEAN issuer, or the el-
igible green and/ or social project(s) must be
in an ASEAN country.

SRI Sukuk Framework

7.02

The proceeds (of Sukuk) will be applied exclu-
sively for funding of any activities or transac-
tions relating to the Eligible SRI projects.

7.03
An issuer must not—(a) use or adopt the term
“SRI sukuk”; or (b) hold itself out as an issuer
of such SRI sukuk, unless the issuance of the
SRI sukuk has complied with these Guide-
lines.

7.04

An issuer who wishes to issue an SRI sukuk
must establish policies and processes to en-
sure compliance with the SRI Sukuk Frame-
work as set out in these Guidelines.

7.05

The information relating to the issuer and
the details of the issuer’s SRI Sukuk Frame-
work must be made publicly accessible via a
designated website to be disclosed by the is-
suer. Such information in the designated
website must be made available at the point
of issuance and throughout the tenure of
the SRl sukuk.

The issuer is an ASEAN issuer.

The Sukuk proceeds will be applied exclu-
sively for the funding of activities falling
within those broad categories of eligibility
recognised by the SC’s SRl Sukuk Frame-
work. The Framework considers general
financings as Eligible Assets if a minimum
80% of the financing recipient’s revenue is
derived from sources that meet the eligi-
bility criteria set out in the Framework.

The issuer intends to issue SRI sukuk that
complies with the Guidelines.

The issuer commits to establish policies
and processes as needed to ensure com-
pliance with the SRl Sukuk Framework.

The issuer’s Framework will be made
available at the point of issuance and
throughout the tenure of the SRI sukuk via
its website as indicated in the Framework.
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Criteria

Compliance with criteria

Remarks/Scope of Work Undertaken

Eligible Projects

SRI Sukuk Framework

7.07

An eligible SRI project refers to a project that

seeks to achieve any one or a combination

of the following objectives:

a) Preserving and protecting the environ-
ment and natural resources;

b) Conserving the use of energy;

c¢) Promoting the use of renewable en-
ergy;

d) Reducing greenhouse gas emissions;

e) Addressing or mitigating a specific so-
cial issue or seeking to achieve positive
social outcomes especially but not ex-
clusively for a target population; or

f]  Improving the quality of life of society.

7.08

The Eligible SRI projects may include but not

limited to the following:

a) Green projects that relate to— renewa-
ble energy; energy efficiency; pollution
prevention and control; environmen-
tally sustainable management of living
natural resources and land use; terres-
trial and aquatic biodiversity conserva-
tion; clean transportation; sustainable
water and wastewater management;
climate change adaptation; eco-effi-
cient and/ or circular economy adapted
products, production technologies and
processes; and green buildings which
meet regional, national or internation-
ally recognised standards or certifica-
tions.

b)  Social projects that relate to, amongst
others—affordable basic infrastructure;
access to essential services; affordable
housing; employment generation in-
cluding the potential effect of SME fi-
nancing and microfinance; food secu-
rity; and socioeconomic advancement
and empowerment.

c¢) Projects which are the combination of
Green and Social projects as described
in (a) and (b) above; and

d) Waqf projects that relate to the devel-
opment of waqf properties or assets.

ASEAN GBS/ SBS/ SUS

4.1

4.1.1

The utilisation of issue proceeds must be de-
scribed in the documentation for issuance.

4.1.2

The Issuer must disclose the following infor-
mation: The categories of eligible Green
andy/or Social Projects to which the issue

Eligible Projects as defined by the Frame-
work will achieve any one or a combina-
tion of objectives (a) through (f) set out in
paragraph 7.07 of the SRI Sukuk Frame-
work.

The Eligible Categories outlined in the
Framework are aligned to the following
Green and Social project categories speci-
fied in paragraph 7.08 (a) and (b) of the
SRI Sukuk Framework: renewable energy;
climate change adaptation and employ-
ment generation.

The utilisation of proceeds is clearly de-
scribed in the Framework.

The Issuer has disclosed categories of eli-
gible Green and/or Social Projects to
which the issue proceeds will be allocated.

The Framework defined renewable
energy, green building, clean trans-
portation, sustainable water and
wastewater management, waste and
pollution control, affordable housing,
access to essential services: financing
and financial services, access to es-
sential services: education and voca-
tional training, and socioeconomic
advancement and empowerment and
employment generation as the Eligi-
ble Projects.

Bank Rakyat may include additional
Green and/or Social Eligible Catego-
ries from time to time.
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Criteria

Compliance with criteria

Remarks/Scope of Work Undertaken

proceeds will be allocated; and/or the infor-
mation on specific Green and/or Social Pro-
jects in the case where the issuer has identi-
fied the specific Green and/or Social Projects
to which the issue proceeds will be allocated.

4.1.3

All designated Green and/or Social Projects
must provide clear environmental/social ben-
efits, which will be assessed and, where fea-
sible, quantified by the Issuer.

4.1.4

In the event that all or a proportion of the
proceeds are or may be used for refinancing,
it is recommended that Issuers provide an es-
timate of the share of financing and refinanc-
ing, and where appropriate, also clarify
which investments or project portfolios may
be refinanced and, to the extent relevant, the
expected look-back period for refinanced
projects.

The Eligible Categories set out in the
Framework provide clear environmen-
tal/social benefits.

The issuer has committed to provide in-
formation on the allocation of proceeds to
new financing and refinancing in its Sus-
tainability Sukuk Report annually until
maturity of the Sustainability Sukuk.

The issuer to state the lookback period
for the refinancing exercise in the
Framework, which is up to 24 months.

Process for Project Evaluation and Selection

SRI Sukuk Framework

7.12

An issuer must establish internal processes
forevaluation and selection of the Eligible SRI
projects as identified in paragraph 7.08
above.

ASEAN GBS/ SBS/ SUS

4.2.1

The issuer must clearly communicate to in-
vestors:

(i) The environmental/ social sustainability
objectives; The Eligible Categories are
framed in the context of SDGs with specific
E&S objectives;

(ii) The process by which the Issuer deter-
mines how the projects fit within the identi-
fied eligible project categories; and

(iii) The related eligibility criteria, including, if
applicable, exclusion criteria or any other
process applied to identify and manage po-
tentially material environmental and social
(E&S) risks associated with the selected pro-
Jects.

4.2.2

The Issuer must establish the process for pro-
ject evaluation and selection prior to the issu-
ance of the Bonds and disclose the same to
investors in the documentation for the issu-
ance of the Bonds.

The issuer has established internal pro-
cesses for project evaluation and selection
which provide for the Board and senior
management’s involvement.

The Eligible Categories in the Framework
are framed in the context of SDGs with
specific social and environmental objec-
tives.

The Framework outlines an internal pro-
cess by which Eligible Projects are as-
sessed and selected to ensure fulfillment
of criteria.

The exclusion criteria and process applied
to identify and manage potentially mate-
rial E&S risks associated with the selected
projects have been detailed in the Frame-
work.

The Framework details the process for
project evaluation and selection, and
these details will be available to investors
prior to the issuance of the Bonds.

The eligibility criteria are clearly com-
municated in the Framework.

The Framework details the infor-
mation on the Eligible Projects, includ-
ing their roles, benefits and relevant
SDGs.

The issuer’s business units will assess
and subsequently recommend the po-
tential projects for approval. The is-
suer’s SSC is responsible for ensuring
the effective implementation of the
Framework as approved by the Board.
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Criteria

Compliance with criteria

Remarks/Scope of Work Undertaken

4.2.3

Issuers are encouraged to position this infor-
mation within the context of the Issuer’s
overarching objectives, strategy, policy
and/or processes relating to environmental
and social sustainability. Issuers are also en-
couraged to disclose any green and social
standards or certifications referenced in pro-
ject selection.

4.2.4

It is recommended that the Issuer’s process
for project evaluation and selection be sup-
ported by an external review.

4.2.5

The Issuer must make the following publicly
available on a website designated by the Is-
suer at the time of the issuance and through-
out the tenure of the Bonds:

(i) The process for project evaluation

(ii) The Use of Proceeds; and

(iii) External review report on the process (if
any)

The issuer has positioned this information
within the context of the issuer and its par-
ent company’s sustainability strategies.

The issuer has appointed MARC Ratings as
the external reviewer for its Framework.

The issuer has committed to make the re-
quired information available in a Sustain-
ability Sukuk Report to be published on its
corporate website.

The Framework will provide infor-
mation on the process for project eval-
uation, and the issuer will issue a Sus-
tainability Sukuk Report on an annual
basis that will provide information on
the allocation and impacts through-
out the tenure of the Sukuk. MARC
Ratings’ external review assessment
will also be made available on its cor-
porate website indicated in the
Framework.

Management of Proceeds

SRI Sukuk Framework

7.13

An issuer must ensure that the proceeds allo-
cated for the Eligible SRI projects are credited
into a designated account or otherwise
tracked in an appropriate manner.

ASEAN GBS/ SBS/ SUS

4.3.1

Prior to the issuance of the Bonds, the Issuer
must disclose to investors in the documenta-
tion for the issuance of the Bonds the process
for managing the net proceeds from the
Bonds.

4.3.2

The net proceeds of the Bonds, or an amount
equal to these net proceeds, must be credited
into a sub-account, moved to a sub-portfolio
or otherwise tracked by the Issuer in an ap-
propriate manner and attested to by a formal
internal process. The total amount deployed
from the net proceeds for the eligible projects
need not occur simultaneously.

The issuer will monitor the allocation of
the Sukuk proceeds and the Eligible Pro-
jects portfolio internally.

Prior to issuance, the issuer will make the
Framework available to investors. The
Framework describes the process for man-
aging the net proceeds from the financing.

The net proceeds from the issue of the
Sukuk will be internally tracked. The issuer
will invest the balance of unallocated pro-
ceeds in accordance with its liquidity man-
agement policy.

The issuer will track the allocation of
the Sukuk proceeds and the Eligible
Projects portfolio via its established
internal reporting system.
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Criteria

Compliance with criteria

Remarks/Scope of Work Undertaken

4.3.3

If the Bonds are outstanding, the balance of
the tracked net proceeds must be periodically
adjusted to match allocations to eligible pro-
jects made during that period.

4.3.4

The Issuer must also disclose to investors in
the documentation for the issuance of the
Bonds the intended types of temporary place-
ment for the balance of unallocated net pro-
ceeds.

4.3.5

It is recommended that the Issuer’s manage-
ment of proceeds be supplemented by the
use of an auditor, or other third party, to ver-
ify the internal tracking method and the allo-
cation of funds from the Bonds proceeds.

4.3.6

Where the Issuer appoints an auditor or
other third party to verify the Issuer’s man-
agement of proceeds, the Issuer must make
the report produced by the auditor or other
third party publicly available on a website
designated by the Issuer at the time of the is-
suance of the Bonds.

The issuer will disclose the amount of pro-
ceeds allocated to the Eligible Projects and
the balance of unallocated proceeds in its
allocation reporting.

The Framework discloses the intended
temporary placement for the balance of
unallocated net proceeds.

The issuer will track the allocation of funds
internally. The issuer has communicated
that it will engage a third party to verify
its internal tracking and allocation pro-
cess, if needed.

An area of improvement will be to
state in the Framework that the issuer
will undertake periodic reconciliation
of the tracked proceeds to allocations
made to Eligible Projects.

The issuer will invest the balance of
unallocated proceeds in liquid market-
able instruments in accordance with
its liquidity management policy.

The appointment of a third party to
verify the internal tracking method
and the allocation of funds from the
Sukuk proceeds is encouraged by the
ASEAN Standards to provide a high
level of transparency.

Reporting

ASEAN GBS/ 5BS/ SUS

441

Issuers must report to investors at least on an
annual basis and are encouraged to make
more frequent reporting on the Use of Pro-
ceeds until full allocation, and on a timely ba-
sis in the case of material developments. The
annual report should include a list of the pro-
jects to which the Bonds proceeds have been
allocated, as well as a brief description of the
projects and the amounts allocated, and their
expected impact.

4.4.2

Where confidentiality agreements, competi-
tive considerations, or a large number of un-
derlying projects limit the amount of detail
that can be made available, the Issuer may
present the information in generic terms or
on an aggregated portfolio basis (e.qg., per-
centage allocated to certain project catego-
ries).

4.4.3

It is recommended that Issuers use qualita-
tive performance indicators, and where fea-
sible, quantitative performance measures
and disclose the key underlying methodology
and/or assumptions used in the quantitative
determination.

The issuer has committed to publish a Sus-
tainability Sukuk Report on its corporate
website, which includes allocation report-
ing and impact reporting.

(a) Allocation Reporting

The section on allocation in the Sustaina-
ble Finance Report will include, among
others:

e  Aggregate amounts of funds allo-
cated to each Eligible Category, in-
cluding examples of the Eligible As-
sets

e  Removal or substitution of Eligible
Assets

e The remaining balance of unallo-
cated proceeds at the end of the re-
porting period.

(b) Impact Reporting
Where possible, the issuer will report on

the impacts associated with the Eligible
Projects.

An area of improvement will be to
state in the Framework that the issuer
will disclose the key underlying meth-
odology and/or assumptions used in
the quantitative determination.
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Criteria

Compliance with criteria

Remarks/Scope of Work Undertaken

4.4.4

It is recommended that the Issuer’s annual
reporting on the Use of Proceeds be supple-
mented by a confirmation of such Use of Pro-
ceeds by an external reviewer along with any
relevant updates of the external review.

4.4.5

The Issuer must provide to investors the an-
nual reporting and the external review on the
annual reporting, if any, through a website
designated by the Issuer and/or annual re-
ports throughout the tenure of the Bonds.

Disclosure Requirements

SRI Sukuk Framework

7.16

The following information must be

included:

a) The overall SRI objectives that the issuer
intends to achieve;

b) The utilisation of proceeds from the is-
suance of the SRI sukuk. Where all or
part of the proceeds are used for refi-
nancing, an issuer must provide the
amount of proceeds being allocated for
refinancing and which Eligible SRI pro-
jects to be refinanced;

c¢) The Eligible SRI projects in which the
proceeds will be allocated;

d) The details of the Eligible SRI projects
and to the extent possible, impact objec-
tives from the Eligible SRI projects;

e) The processes used by the issuer to eval-
uate and select the Eligible SRI projects;

f)  The criteria used by the issuer to identify
and manage material environmental or
social risks associated with the Eligible
SRI projects;

g) The processes used by the issuer to man-
age the proceeds from the issuance of
the SRI sukuk; and

h) A statement that the issuer has com-
plied with the relevant environmental,
social and governance standards or rec-
ognised best practices relating to the El-
igible SRI projects.

The Framework has not disclosed that the
issuer’s annual reporting on the Use of
Proceeds will be supplemented by an ex-
ternal reviewer’s confirmation.

Updates of the external review are en-
couraged by the ASEAN Standards but are
strictly voluntary.

The issuer has committed to providing in-

formation items (a), (c), (d), (e), (f), (g),
and (h) within its Sustainability Sukuk
Framework.

While not stated in the Framework,
the issuer has communicated that it
will engage a third party to verify its
internal tracking and allocation pro-
cess, if needed.

External Review

SRI Sukuk Framework

7.17

If an external reviewer is appointed to assess
and provide a report on the Eligible SRI pro-
jects or the issuer’s compliance with the re-
quirements under these Guidelines, such ex-
ternal reviewer’s report must be made avail-
able on the designated website.

MARC Ratings has been engaged as the
independent external reviewer for the
Framework. The external reviewer's re-
port will be made available on the issuer’s
corporate website.

MARC Ratings has established a trans-
parent score-based framework for its
green, social and sustainability bond
assessments that is published on its
website. The differentiated approach
taken recognises that some projects
offer more environmental and/or so-
cial benefits than others.
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Criteria Compliance with criteria Remarks/Scope of Work Undertaken
ASEAN GBS/ SBS/ SUS The review conducted by MARC Ratings is
5.1 a full review and addresses alignment

Issuers are recommended to appoint external
review providers for the bond issuances or
programmes.

5.2

The external review may be partial, covering
only certain aspects of the bond’s framework
or full, assessing alignment with all four core
components as stated in the relevant stand-
ards.

5.3
The external review provider must have the
relevant expertise and experience in the com-
ponents of the Bonds which they are review-
ing.

5.4

The external review provider must also dis-
close their relevant credentials and expertise,
and the scope of the review conducted in the
external review report.

with all four components of the relevant
standards.

MARC Ratings is registered with the Secu-
rities Commission Malaysia as a credit rat-
ing agency. The scope of MARC Ratings’
external review is set out in MARC Rat-
ings’ IBA methodology that is publicly ac-
cessible from its corporate website.
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THE UN SUSTAINABLE DEVELOPMENT GOALS
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GOAL 1: End poverty in all its forms
everywhere

GOAL 2: End hunger, achieve food security
and improved nutrition and promote
sustainable agriculture

GOAL 3: Ensure healthy lives and promote
well-being for all at all ages

GOAL 4: Ensure inclusive and equitable
quality education and promote lifelong
learning opportunities for all

GOAL 5: Achieve gender equality and
empower all women and girls

GOAL 6: Ensure availability and sustainable
management of water and sanitation for all

GOAL 7: Ensure access to affordable,
reliable, sustainable and modern energy
for all

GOAL 8: Promote sustained, inclusive
and sustainable economic growth, full and
productive employment and decent work
for all

GOAL 9: Build resilient infrastructure,
promote inclusive and sustainable
industrialization and foster innovation
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GOAL 10: Reduce inequality within and
among countries

GOAL 11: Make cities and human
settlements inclusive, safe, resilient and
sustainable

GOAL 12: Ensure sustainable consumption
and production patterns

GOAL 13: Take urgent action to combat
climate change and its impacts

GOAL 14: Conserve and sustainably use
the oceans, seas and marine resources for
sustainable development

GOAL 15: Protect, restore and promote
sustainable use of terrestrial ecosysiems,
sustainably manage forests, combat
desertification, and halt and reverse land
degradation and halt biodiversity loss

GOAL 16: Promote peaceful and inclusive
societies for susiainable development,
provide access to justice for all and build
effective, accountable and inclusive
institutions at all levels

GOAL 17: Strengthen the means of
implementation and revitalize the global
partnership for sustainable development
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-------------------- Disclaimer -----

Copyright © 2024 MARC Ratings Berhad and any of its subsidiaries or affiliates (“MARC Ratings”) have exclusive propri-
etary rights in the data or information provided herein. This report is the property of MARC Ratings and is protected by
Malaysian and international copyright laws and conventions. The data and information shall only be used for intended
purposes and not for any improper or unauthorised purpose. All information contained herein shall not be copied or
otherwise reproduced, repackaged, transmitted, transferred, disseminated, redistributed, or resold for any purpose, in
whole or in part, in any form or manner, or by any means or person without MARC Ratings’ prior written consent.

A Green Bond Assessment, Social Bond Assessment or Sustainability Bond Assessment, hereafter collectively referred to
as Impact Bond Assessments, is not a credit rating. This assessment is arrived based on the Impact Bond Assessment (IBA)
criteria that MARC Ratings has published and continuously evaluates and updates. The IBA may be changed or withdrawn
at any time for any reason in the sole discretion of MARC Ratings. IBAs are not a recommendation to buy, sell, or hold
any security. IBAs do not comment on the adequacy of market price or the suitability of any security for a particular
investor. The IBA does not constitute a recommendation to buy, sell or hold any security and/or investment. MARC Rat-
ings receives fees from issuers, insurers, guarantors, other obligors, and underwriters for rating securities.

Ratings are solely statements of opinion and therefore shall not be taken as statements of fact under any circumstances.
The information which MARC Ratings relies upon to assign its ratings includes publicly available and confidentially pro-
vided information obtained from issuers and its advisers including third-party reports and/or professional opinions which
MARC Ratings reasonably believes to be accurate and reliable to the greatest extent. MARC Ratings assumes no obliga-
tion to undertake independent verification of any information it receives and does not guarantee the accuracy, complete-
ness, and timeliness of such information. MARC RATINGS OR ITS AFFILIATES, SUBSIDIARIES, DIRECTORS AND EM-
PLOYEES DISCLAIM ANY WARRANTY, EXPRESS OR IMPLIED, INCLUDING BUT NOT LIMITED TO ANY WARRANTY
AS TO THE ACCURACY, COMPLETENESS OR TIMELINESS OF ANY INFORMATION CONTAINED HEREIN FOR ANY
PARTICULAR PURPOSE AND SHALL NOT IN ANY EVENT BE HELD RESPONSIBLE FOR ANY DAMAGES, DIRECT OR
INDIRECT, CONSEQUENTIAL OR COMPENSATORY, ARISING OUT OF THE USE OF SUCH INFORMATION. MARC
Ratings will not defend, indemnify or hold harmless any user of this report against any claims, demands, damages, losses,
proceedings, costs and/or expenses which the user may suffer or incur as a result of relying on this report in any way
whatsoever. Any person making use of and/or relying on any credit analysis report produced by MARC Ratings and in-
formation contained therein solely assumes the risk in making use of and/or relying on such reports and all information
contained therein and acknowledges that this disclaimer has been read and understood and agrees to be bound by it.
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